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Both compound semiconductor chip man- 
ufacturers and their customers (the wireless 
and optoelectronic system manufacturers) 
have experienced severe financial problems 
over the last quarter or so. This has been 
due not just to falling orders but also the 
increasing difficulty - in the circumstances 
of a seemingly ever-worsening economy - 
of being able to forecast future revenues. 
For example, Nortel Networks had to revise 
its forecast downwards two or three times 
during the last quarter (blaming sudden 
and unexpected order cancellations) and 
has now admitted defeat in trying to give 
guidance on revenues for the rest of the 
year (likewise for Agilent - see page 6). 
However, some companies are now start- 
ing to see a bottoming out of the dramatic 
decline in orders. Some are even seeing 
signs of an upturn as customers are work- 
ing through their excess component inven- 
tories and starting to order again. 
Meanwhile - proving that the efforts of 
companies over the last few quarters to 
diversify are well founded- those that are 
most diversified have suffered least from 
the slowdown in end-markets (for example, 
epi-wafer foundry IQE achieved record sales 
in Q4/2ooo). 
The best-case RF IC supplier is probably 
RF Micro Devices, which is most depend- 
ent on market-outperfomer Nokia. After a 
31% drop in quarterly revenues to end- 
March, RFMD said in April that it is "100% 
booked" and should show 20% growth in 
revenues in the June quarter. In addition, 
HBT wafer manufacturer Kopin - though 
still expecting a drop in sales in Q2/200t - 
is seeing increasingly order rates and reck- 
ons that "the III-Vs market will reach the 
bottom in Q2/2oo1" (see page 7). 
Though not suffering as severely as Ericsson, 
even Motorola (which may likewise form a 
handset manufacturing joint venture with a 
Japanese consumer electronics firm - see 
page 4- and is also suffering from the wider 
downturn in silicon chip markets) sees sales 
"somewhat stagnant" through late sum- 
mer/early autumn but a "strong increase" 
in chip sales in late autumn/early winter. 
(This tallies with the "L-shaped" or "bath- 
tub-shaped" economic recovery that is 
forecast by many analysts, i.e. a "long, 
fiat" period before any pick-up.) 
Meanwhile, the slowdown in cell-phone 
handset sales in Europe, the USA and Japan 
is making manufacturers focus on the 
market in China, which is still catching up 
and in the early stages of what should be 
a huge growth curve (from 119.3m in 2ool 
to 19o.6m in 2003, and 334m by 2007, 
according to the Strategies Group- see P4). 
Likewise, huge growth is expected in opti- 
cal networking. According to IGI Consulting, 
demand for optical fibre projected will grow 
14o% from 1999 (6.6m km deployed) to 
2oo5 (16m kin). Correspondingly, suppliers 
are starting to re-position themselves to 
take advantage of the Chinese market 
(such as Vitesse setting up a subsidiary in 
Beijing - see page 7). This is a useful 
reminder, perhaps, not just to diversify 
technologically but also geographically. 
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